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WARNOCK HERSEY INTERNATIONAL LIMITED 


To the Shareholders: 
WARNOCK HERSEY INTERNATIONAL LIMITED. 


Your Directors are pleased to present, herewith, the 1968 Annual Report of your Company. 
We have successfully completed two further amalgamations during 1968, the first on July 2nd 
with Canadian Power & Paper Securities Limited and the second on December 31st with Eastern 
Canada Stevedoring Ltd. 


OFFERS FOR MINORITY INTERESTS: 


Your Company is offering to acquire the minority interests in Trans Canada Freezers Limited 
on the basis of 1 common share of your Company for each 3 shares of Trans Canada Freezers 
Limited. It is also offering to acquire the minority interests in International Bronze Powders Limited 
on the basis of 1 “Series A” preferred share and 1 common share of the Company for each 
participating preferred share and for each common share of International Bronze Powders Limited 
or at the choice of the holders thereof $30.00 in cash for each preferred or common share of 
International Bronze Powders Limited. 


So that you may be fully informed, a copy of the offers and of the circular which supports 
both offers are enclosed. Your attention is particularly drawn to pages 7 to 11 for a description 
of the operations conducted by your Company and its subsidiaries. 


OPERATIONS: 


1968 was a year of reorganization and expansion resulting both from the amalgamations 
previously mentioned and from acquisitions. The assets of your Company have increased from 
approximately $45,000,000 in 1967 to almost $70,000,000 in 1968. This increase was financed 
principally by way of bank loans and increase in medium term debt. While operations have in 
certain cases been adversely affected by economic and labour conditions, carrying charges on 
acquisitions have been a major charge to operations without benefit of profits expected to be 
realized from such acquisitions after the anticipated period of reorganization. 


PROFESSIONAL SERVICES 


The operations of this division were affected by the general slowdown in the construction 
industry in the Province of Quebec where a major part of its operations are carried out with the 
result that profits were nominal. 


TRANS-AD 


The results of this operation compared favourably with those of the preceding year when 
Canada’s Centennial and Montreal’s Expo ’67 played an important factor. It is anticipated that 
the results for 1969 will be favourable taking into consideration the fact that the Montreal Contract 


terminated on December 31, 1968 and was not renewed. 


STEVEDORING 


There was a substantial increase in volume of business in operations for the year although 
profits were down materially due principally to unsettled labour conditions in the Port of Montreal. 


WARNOCK HERSEY INTERNATIONAL LIMITED 


PLASTICS 


A substantial increase in sales was achieved during the year which was the first full year of 
operations at the new plant in Malton, Ontario. A further increase is expected for 1969 as well 
as a substantial increase in profits. 


METAL POWDERS 


Effective at the year end, Canadian operations are being conducted directly by International 
Bronze Powders Limited under the name of Canbro. Canadian operations for 1968 showed a 
substantial increase over the preceding year. 

Profits from American operations decreased slightly from those of 1967 as a result of 
. difficulties encountered in reorganizing the operations of its newly acquired subsidiary, Stranahan 
Foil Company, Inc. No material change is expected in the operating results for 1969. 


AEROSPACE 


This group of companies are subsidiaries of International Bronze Powders Limited and 
incurred major losses during the year. These losses resulted in an overall loss in International 
Bronze Powders Limited and, on consolidation in the accounts of this Company, were a major 
factor in the decrease in your Company’s consolidated net income. A substantial and unforeseen 
portion of this loss was incurred in galley manufacturing. Management is nevertheless confident 
that this operation can make a worthwhile contribution to profits in the future. 

The causes of losses in the other companies comprising this group were more routine in nature 
and Management feels that the major controllable factors have been corrected. 


FURNITURE 


In April, 1968, all of the outstanding shares of Princeville Furniture, Inc. and Henderson 
Furniture Limited, manufacturers of household furniture, were acquired. These companies have 
a good profit history and are expected to make a valuable contribution to future results in the 
years to come. 


RECREATION 


Investments in the field of recreation and travel are set out in the enclosed offering circular 
on pages 9 and 10. These acquisitions have been acquired on advantageous terms taking into account 
the fact that considerable effort is required to effect the economies and co-ordination of efforts 
necessary to make them profitable. 


DRUMMOND WELDING & STEEL WORKS LIMITED 


This company is engaged in the manufacture and erection of large field and domestic storage 
tanks. While profits for 1968 were low, prospects for 1969 appear favourable. 


TRUST AND FINANCIAL 


Within this grouping are Yorkshire Financial Corporation Limited, North America Trust 
Company and Capital Management Limited, all of which are described in the enclosed offering 
circular on page 11. Your Management expects that these companies will earn greatly increased 
profits in 1969. 


WARNOCK HERSEY INTERNATIONAL LIMITED 


FREEZER FACILITIES 


Control of Trans Canada Freezers Limited was acquired in November 1968 and it in turn has 
since acquired the majority of the outstanding securities of Interprovincial Freezers Limited. These 
acquisitions are the start of what is planned to be a substantial entry into a rapidly expanding industry. 


SALE OF SUBSIDIARY 


As pointed out in Note 7 to the consolidated financial statements, International Bronze 
Powders Limited sold its interest in Ingram & Bell, Limited at a substantial gain. The results of 
the operations of Ingram & Bell, Limited are included in the consolidated statement of income up 
to the effective date of sale. 


INVESTMENT PORTFOLIO 


The Portfolio of Securities is under constant appraisal and Marketable Securities shows an 
excess of market over cost of $13,161,405. 


GENERAL COMMENTS 


Substantial changes have taken place during 1968. The current year will be one of expansion 
where warranted and of disposal where it is felt that better use can be made of the money invested 
and of the management time required for supervision. Particular attention is being given to the 
financial structure and requirements of your Company and, of course, you will be kept fully informed. 


With our rapid expansion it was inevitable that heavy burdens would be imposed on our staff. 
The Directors wish to express their appreciation of the cooperation extended by the staff of our 
divisions and subsidiaries in both our domestic and international operations. 


On behalf of the Board of Directors, 


President. 
April 21, 1969. 
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AND SUBS 


CONSOLIDATED BAL. 


ASSETS 
1968 1967 
CURRENT 
Cashiand call: depositsa®. eee ee eee ee ee $ 2,038,488 $ 1,982,911 
Marketable securities, at averace-casty saa eee ee 15,688,595 11,079,705 
(market value 1968, $28,850,000; 1967, $13,417,725) 
Accounts receivable’ 2 20.2 242 9. ee 15,640,513 13,545,441 
Inventories of raw materials, work in process, finished goods and 
supplies, valued at the lower of cost and net realizable value . . 6,907,077 5,708,656 
Prepaid. expenses). =).5<.,.000 ten ee eee ee ee, 2 ee 1,147,575 525,915 
$41,422,248 $32,842,628 
OTHER INVESTMENTS at average cost 
Unconsolidated*subsidiaries (NGtE:2) a) = ee eee Poe SSO 6 G10 $ 690,470 
Unquoted.-seeurities 773 7k. 2 ee, 4,068,278 1,506,270 
$ 5,984,888 $ 2,196,740 
FIXED 
Land, buildings, machinery, aircraft and equipment, at cost .... $36,785,572 $18,741,904 
Less; Accumulated depreciation 0. 0 earn ae ne 14,760,982 9,236,687 
$22,024,590 $: 9.505.217 
On behalf of the Board: 
W. HowarpD WERT, Director 
P. N. THOMSON, Director 
$69,431,726 $44,544,585 


RNATIONAL LIMITED 


COMPANIES 


T— DECEMBER 31, 1968 


LIABILITIES 


CURRENT 
Bank indebtedness — partly secured _. 
parents payee aNd ACCIUCO W\.. i Soe ede wis we ve we 
Micomeramarouner fAK6S 7) ce ck AE ee ce ede chews 
PP esa ODICmONPEN So See dete ns oh ae vs 


Long term debt and sinking fund requirements, 
RicmCIMGRC RE RVCAUMES Voy fos os tea ade Ri ek ees 


LONG TERM DEBT — Secured, less amounts due 
within one year (Note 3) 


342 % Income-debentures, maturing in 1972 ............. 
612 % Secured sinking fund debentures, maturing in 1981 ... 


6% Notes, payable in quarterly instalments 
SUID CCCHANCT amt ON Figs. 22. oad conan 3 


Bank sug Otmerioans (Note 4) .....es cnc ee we ta eee ee 


DEFERRED income taxes and other deferred credits . 


DIINURI EY INTEREST 10 SUDSIOIATICS 9.54 6c 000 - ees ewe we ed 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (Note 5) 
Preferred shares of $25. par value, issuable in series 
Authorized — 300,000 shares 
Issued — 100,000 shares 
$1.50 Series “A” cumulative, redeemable at $26.25 ..... 
Common shares of no par value 
Authorized — 3,000,000 shares 
Issued — 1,762,143 shares (1967, 1,709,302 shares) ... 


GONSOLIDATEDISUR PIUWS when aie c Gs co ow kee seen og ve hee 


1968 1967 
$13,098,642 $ 6,866,065 
11,455,814 6,493,035 
1,222,809 1,470,424 

37,500 —_ 
2,061,186 1,166,992 
$27,875,951 $15,998,516 
$ 3,000,000 $ 3,000,000 
1,391,000 1,508,000 

4,230,296 — 
7,816,828 4,838,875 
$16,438,124 $ 9,346,875 
$ 265,447 Sil 32400 
> 2,129,210 $. 1,277,133 
$ 2,500,000 $ 2,500,000 
10,706,781 _ 10,033,058 
13,206,781 12,533,058 
8,916,213 9,209,103 
$22,122,994 $17,788,761 
$44,544,585 


$69,431,726 
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CONSOLIDATED STATEMENT OF INCOME 


For the Years Ended 
December 31 


1968 1967 


INCOME 
Gross revenue Trom"operationsiy .a5 ane ee $64,285,443 $56,414,784 
Income: from investmentsa.es — oe ee ee 707,311 834,865 


$64,992,754 $57,249,649 


EXPENSES 
Operating and -agministratives 2 mn ae ee eo 60,846,237 50,977,047 
Remuneration received by directors, including officers 
who are ‘directors tate. 6 ee eee ee 181,025 193,669 
Depreciation” . a\ca, heme demert- + ens 2 ce eee ee 1,447,641 1,307,242 
Interest’omtlong term: debt, 335 ee 1823122 562,958 
Income: taxes): & do, ae Pee ee 1,331,128 2,001,443 
Minority interest in profits (losses) of subsidiaries .......... (108,615) 74,499 
$64,479,538 $55,116,858 
NET INCOME. FOR THE YEAR ©...4-.- 4.) 0 ee See Z EG SH21323791 
| RS, a 
CONSOLIDATED STATEMENT OF SURPLUS 
CONSOLIDATED SURPLUS — beginning of year ............. _ $ 6,830,692 $ 9,894,081 
Add (Deduct): . 
Adjustment arising from intercompany investments between 
companies that were subsequently amalgamated ......... (1,574,989) (5,447,857) 
5,2993/05 4,446,224 
Net income. for the year’ 22...) 92. ee 513,216 2,132,791 
Gain on disposal of —Investments ..................... 5,912,103 629,545 
=== Realestate. « cheese ae ee —- 168,892 
Difference between cost of investments in subsidiaries 
and: thevunderlyine book Valueens 9) rasa ee (1,589,715) (293,670) 
Non-recurring costs arising from acquisition of the 
Galley Manufacturing taciiGiess: ae ee ee (462,860) — 
Dividends: paid "Sr pres) ete ee ee (712,234) (253,090) 


CONSOLIDATED SURPLUS — end of year ......°...........-. $ 8,916,213 $ 6,830,692 


Certain of the 1967 figures have been restated for comparative purposes. 
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CONSOLIDATED SCHEDULE OF INVESTMENTS — DECEMBER 31, 1968 


Common 


Shares 
QUOTED SECURITIES 
American Sterilizer Company — 
INGte) eee eee MPR ew, os, F 132,000 
Bahamas-Caribbean Development 
Corporation Limited (38%) ..... £715,190 
Deltona Corporation oa... es ta 26,115 
Grouse Mountain Resorts Ltd. 
CLS ee Bris ake fs 6s = PA pee 
Power Corporation of Canada, 
Temited, (29: on eo. & ARS 50,000 
Miscellaneouse: wt wae omiaca. 2... 
UNQUOTED SECURITIES 
Bahamas-Caribbean Development 
Corporation. Limited ,....%925. 
Canadian Inspection & Testing 
Company Ltd. (40%) ........ 334 
Combined Estates Corporation ..... 57,620 
Meagher’s Distillery Ltd. (30%) ... 239,400 
RoyWest Banking Corporation .... 250,000 
INSISCE MATIC OU Gog sacs coal endian 
UNCONSOLIDATED SUBSIDIARIES 
North America Trust Company 
SOA! ON eae Ae se a ee 6,229 
Yorkshire Financial Corporation 
Temited (61 AG ee on. aS. 200,000 


( ) Denotes percentage of voting interest if in excess of 5%. 


Notes 

Preferred (Principal 

Shares Amount) 
171,704 
*1,125,000 

500,000 $1,000,000 

12,5309 
20,000 


Average Quoted at 
Cost Market Value 


$ 5,153,647 $ 4,740,120 


1,060,519 1,509,361 
256,825 1,396,108 


522,208 684,056 


8,496,486 20,106,250 
198,910 414,105 


$15,688,595 $28,850,000 


$ 1,250,000 


218,354 
254,029 
649,043 
750,000 
946,852 


$ 4,068,278 


$ 666,610 


1,250,000 


$ 1,916,610 


* Comprises 525,000 5% Convertible Preferred Shares and 600,000 6% Participating Preferred Shares. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS DECEMBER 31, 1968 


NoTE 1: Warnock Hersey International Limited is the result of the following amalgamations: 


December 30, 1967 — Foreign Power Securities Corporation Limited and its wholly-owned 
subsidiaries: The Warnock Hersey Company Ltd., Warnock Hersey Soil Investigations Ltd., 
and Canadian Car and Bus Advertising Limited. 


July 2, 1968 —The resulting company with Canadian Power & Paper Securities Limited, a 
partially-owned subsidiary. 


December 31, 1968 — The resulting company with Eastern Canada Stevedoring Ltd., a wholly-owned 
subsidiary. 


The consolidated statements of income and surplus include, for each of the years under review, 
the consolidated accounts of all the companies that have been amalgamated to form Warnock Hersey 
International Limited, the result of which is to give a retroactive effect to the said amalgamations. 


NoTeE 2: Principles of consolidation: The attached consolidated financial statements include the 
accounts of the Company and its subsidiaries except North America Trust Company and 
Yorkshire Financial Corporation Limited as their operations are of a fiduciary and financial 
nature. The Company’s proportion of the net income of these subsidiaries for the year and 
the aggregate accumulated earnings since acquisition are immaterial. 


The operating results of subsidiaries acquired and those of a subsidiary sold are included 
only from the dates of acquisition or to the date of sale, except for one subsidiary acquired 
in August 1968 at a price that took into account the fact that a substantial loss would be 
incurred during the remainder of the fiscal period. The accounts of this subsidiary are included 
in the attached consolidated financial statements only to the extent of assets and liabilities and 
the operating results will be consolidated commencing from January 1, 1969. 


Note 3: As is customary, the trust deed relating to each of the debenture issues contains certain 
restrictions pertaining to the issue of additional long term debt, the payment of dividends, 
the reduction of capital and the maintenance of working capital. The Secured Sinking Fund 
Debentures are outstanding in a subsidiary company. 


Note 4: Bank and other loans represent a variety of long term loans, including mortgages and 
debentures, most of which are outstanding in subsidiary companies and each of which is less 
than $1,000,000 having a variety of maturity dates and rates of interest. 


Note 5: During the year, 52,841 common shares of the Company were issued in exchange for 
158,526 common shares or 71.2% of Trans Canada Freezers Limited. The Company has 
agreed to make the same offer available to the remaining shareholders of Trans Canada 
Freezers Limited, which if accepted by all would involve the issue of an additional 20,354 
common shares by the Company. 
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Subsequent to December 31, 1968, a total of 29,560 common shares and 14,000 
preferred shares have been issued in exchange for all the issued shares of The Chanteclerc 
Hotel Co. (1963) Ltd., Chanteclerc Enterprises Inc. and Audet Plastics Specialties Inc. 


NoTE 6: The Company has entered into an agreement with Gelco Enterprises Limited which 
provides for joint action in the election of directors of Power Corporation of Canada, Limited 
and, in the event that either party desires to dispose of any substantial number of the 
Participating Preferred Shares of Power Corporation of Canada, Limited for a right of first 
refusal in favour of the other party, with provision for substantial damages in the event of 
non-compliance by either party. 


Capital Management Limited, a subsidiary company, and its subsidiary, All-Canadian 
Group Distributors Limited, are defendants in various lawsuits arising out of a management 
agreement but legal counsel is of the opinion that such lawsuits are unfounded. The latter 
subsidiary is defendant in a lawsuit arising out of an insurance agreement against which a 
counterclaim has been made and management considers that the company’s possible net 
liability is immaterial. 


NoTeE 7: During the year a subsidiary, International Bronze Powders Limited, acquired 175,000 
shares (of which 43,000 were subsequently sold) of American Sterilizer Company in con- 
sideration for the sale of a wholly-owned subsidiary, Ingram & Bell, Limited. These shares 
were recorded at the quoted market price of U.S. $36 per share at the time of the transaction. 
The remaining 132,000 shares carry investment letter restrictions. 


AUDITORS’ REPORT 


To the Shareholders, 
WARNOCK HERSEY INTERNATIONAL LIMITED 


We have examined the consolidated balance sheet of Warnock Hersey International Limited 
and subsidiary companies as at December 31, 1968 and the consolidated statements of income and 
surplus for the year then ended. For those companies of which we are the auditors, our examination 
included a general review of the accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the circumstances. We have relied upon the 
reports of the auditors who have examined the financial statements of the other companies. 

In our opinion, based upon our examination and the reports of the other auditors referred to 
above, these consolidated financial statements present fairly the financial position of the companies 
as at December 31, 1968 and the results of their operations for the year then ended, in accordance 
with generally accepted accounting principles applied on a consistent basis. 


CAMPBELL, SHARP, NASH & FIELD 
Chartered Accountants. 


Montreal, Que. 
April 21, 1969. 
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FINANCIAL HIGHLIGHTS 
1968 


Gross REVENUE: 9 2.2) San ee eee ee eee $64,992,754: 
/ 

CONSOLIDATED NET INCOME 2...) oe ee FONE | 
NET INCOME PER SHARE (based on weighted average) ......... 30¢ 
TOTAL ASSETS. 56.05) 425 405.50 ee ee a $69,431,726 
TOTAL : EQUITY! 4... cae Ege 4 $22,122,994 
EQUITY ATTRIBUTABLE TO COMMON SHAREHOLDERS .......... $19,497,994 
EQUITY PER COMMON SHARE 95) ©) ee $11.06 
BREAK-UP VALUE* ATTRIBUTABLE TO COMMON SHAREHOLDERS _. | $32,707,481 


BREAK-UP VALUE PER COMMON SHARE ..................... $18.56 


*Based on quoted value of marketable securities and cost of other net assets. 


EZ 


1967 


"$57,249,649 


$2,132,791 


$1.25 


$44,544,585 


$17,788,761 


$15,163,761 


$8.87 


a 


$17,501,781 


$10.24 


MwoarnnockK HERSEY 
—wy INTERNATIONAL LIMITED 
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